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KEY ECONOMIC INDICATORS 
(in millions of U.S. dollars unless otherwise noted) 


87/88 88/89 89/90 90/91 (1) 
(est) (proj) 


Domestic Economy 
Population (millions) 11.4 12.7 
Population Growth ($%) 2.9 2.9 
GDP, current prices (2) 12,347 12,495 
% Change in real GDP -6.3 -6.2 
GDP per capita 1,083 1,068 
Consumer Prices, % change 1 15 ° 
Production and Employment 
Labor Force, (1,000s-est) 4,120 
Nat'l Unemployment (% est) 15-20 
Gov't Operating Surplus 

or Deficit as % of GDP -7.2 


Balance of Payments 
Exports FOB (3) 2,157 
Imports FOB (3) 2,034 
Trade Balance 123 
Current Account Balance -298 
Foreign Public Debt 4,063 
Debt Service (4) 204 
Public Debt/GDP % ane5 
Foreign Reserves (CY) -331 
Avg. Ex. Rate (5) 319 


U.S. - Cameroon Trade 
Exports to Cameroon (6) 31.4 
Imports from Cameroon (6) 249.7 
Bilateral Trade Balance -218.3 
U.S. Share of Cameroon 
Exports (%) (7) 11.6 
U.S. Share of Cameroon 
Imports (%) (7) 1.9 id Rev 
U.S. Bilateral Aid (U.S. FY) 

Economic 1.2 32.5 20.6 
Military as a aS 
Principal U. S. Exports (1990): wheat, machinery, chemicals 
Principal U.S. Imports (1990): oil, coffee, cocoa, tobacco 


Cameroon fiscal year, July 1 to June 30 

Derived from FCFA figures at average FY 90/91 exchange rate. 
Includes non-factor services. 

FY 87/88 to 89/90 figures are debt service paid. FY 90/91 is 
scheduled debt service. 

FY 90/91 figure is average Jan. 90 to Jan. 91. 

U.S. merchandise exports to Cameroon FAS; U.S. merchandise 
imports from Cameroon Customs valuation. 

U.S. merchandise share of Cameroon's total exports/imports. 


Sources: Government of Cameroon, World Bank and International 


Monetary Fund, U.S. Department of Commerce, U. S. Embassy staff 
projections 





SUMMARY 


Cameroon's economic crisis continues unabated. In real terms, 
GDP is projected to fall 6.2 percent in FY 1990-91, after 
tumbling 6.3 percent last fiscal year. National unemployment is 
estimated to have reached 25 percent. The world price for 
Cameroon's principal export commodity, oil, was up substantially 
in the last half of the year as a consequence of Iraq's invasion 
of Kuwait. While it lasted, the higher price meant additional 
funds for the financially strapped Government of Cameroon 

(GRC). Prices for Cameroon's chief agricultural exports -- 
coffee, cocoa, and cotton -- remained low. 


In response to the crisis, the GRC is implementing a stringent 
Structural Adjustment Program (SAP), developed with the aid of 
the World Bank and the International Monetary Fund (IMF). The 
SAP is at a critical juncture. While the government has made 
some progress on economic reform under the program, much more 
remains to be done. The government's budget deficit in FY 
1990-91 is projected to be 4.6 percent of GDP, an improvement 
over last year, but still very high. The GRC's non-oil revenues 
continue to be weak, while expenditures, particularly on wages 
and benefits for civil servants, are unsustainably high. For 
the first time in several years, the country's current account 
should improve in FY 1990-91. 


The government has taken strides under the SAP to open up and 
liberalize the economy. In 1990, new laws were promulgated to 
reduce the regulatory burden on businessmen, price controls and 
import restrictions were eased, and the first of 15 state 
companies slated for privatization was sold. In a major step 
forward, the government adopted a new investment code in 
November 1990. Under the code, a one-stop shop for investment 
approval and dispute resolution will be created. The government 
also made progress toward establishing a Free Zone Regime. A 
privately managed regulatory office was inaugurated and a site 
for the first free zone park was identified. In the banking 
industry, the GRC put forward a plan to restructure and 
recapitalize the country's struggling financial institutions. 
In the farm sector, the government announced the closing of the 
country's inefficient national agricultural marketing board and 
began paying arrears owed to coffee and cocoa farmers for the 
1988-89 growing season. 


Opportunities remain in Cameroon for U.S. business. There are 
markets for U.S. agricultural products such as flour and for 
consumer goods such as cosmetics. The forestry sector offers 
opportunities, and there is a continuing need for computer and 
business equipment. As privatization proceeds, some U.S. firms 
may find Cameroonian companies attractive direct investments. 
There will be opportunities for U.S. investors, as well, under 
the investment code and Free Zone Regime, particularly in 
agricultural processing. 
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CURRENT ECONOMIC SITUATION AND TRENDS 


Economic Growth: Cameroon enjoyed sustained economic growth 
from independence in 1960 through 1985. In the 1970s and early 
1980s, economic growth averaged about 8 percent per year. An 
important contributor to growth was the country's rich and 
diverse agricultural base, on which the government placed 
considerable emphasis. Growth soared when petroleum production 
began in late 1977 from the country's small offshore fields. As 
a consequence of the economic surge in the 1970s and 1980s, and 
despite high population growth, GDP per capita was $1,262 in FY 
1987-88, ranking Cameroon in the World Bank's "middle income" 
category of developing countries. During this period, Cameroon 
was one of Africa's economic success stories. 


Beginning in 1986, however, the relatively rosy picture 
darkened. In that year, world prices for Cameroon's major 
export commodities -- oil, coffee, and cocoa -- collapsed, 
thereby sharply reducing the country's foreign exchange earnings 
from its exports. From 1986 to 1989, the price of Cameroon's 
chief exports declined by 45 percent. Between 1985 and 1987, 
the country's export earnings were halved and tax receipts slid 
sharply. The depreciation of the U.S. dollar further aggravated 
the problem. While most of Cameroon's exports are dollar 
denominated, the country's currency, the CFA franc (FCFA; CFA is 
the acronym for the African Financial Community), is tied to the 
French franc at a fixed parity of 50 to one. The dramatic 
depreciation of the dollar against the French franc in the 
mid-1980s resulted in a large appreciation of the FCFA vis-a-vis 
the dollar and had a negative affect on Cameroon's trade 
position. The dramatic decline in the country's export earnings 
during the mid-1980s exposed major underlying weaknesses in 


Cameroon's economy and plunged the country into an economic 
crisis. 


In real terms, GDP declined by 2.4 percent in FY 1988-89, by 6.3 
percent in FY 1989-90, and by a projected 6.2 percent in FY 
1990-91. As the shock waves of the crisis rolled through the 
economy, unemployment grew. For the economy as a whole the 
unemployment rate is now estimated to be 25 percent, with youth 
unemployment higher. In urban areas, the unemployment rate may 
be 40 percent. Investment has fallen as well, dropping an 
estimated 50 percent since 1986, with the greatest decline 
coming in public investment. The GRC budget deficit ballooned 
as a consequence of the drop in tax receipts (particularly 
non-oil tax receipts) and continued high expenditures; in FY 
1990-91 the budget deficit is projected to be 4.6 percent of 
GDP. On a positive note, inflation remains low and stable, 
averaging under 2 percent annually. 


The government has been slow in responding to the crisis. 
Initially, the GRC, gambling that commodity prices would 
recover, took little action. Most observers believe that 
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the GRC used money from an off-budget account which contained 
oil revenues to pay its bills in the mid-1980s. The status of 
this account, which is maintained by the presidency, is unknown, 
but indications are that it is empty. 


Structural Adjustment Program (SAP): As the extent of the crisis 
became clear in 1987-88, the government adopted an austerity 
program to restore budgetary and economic balance. While the 
stabilization program was moderately successful, the government 
was compelled to appeal to the IMF and World Bank for 
assistance. In September 1988, the IMF approved an 18-month 
stand-by arrangement of SDR 69.525 million (approximately $90 
Million). In May 1989, the GRC formally adopted its SAP and in 
July the World Bank approved a $150 million adjustment loan 
(SAL) to be disbursed in three installments. Assistance has 
been forthcoming from other organizations as well, including the 
African Development Bank. In May 1989, the Paris Club agreed to 
a rescheduling of public sector debt. The United States, as 
part of an initiative by President Bush to assist Africa, 
forgave the first part of $73 million in development loans to 
Cameroon in January 1990. 


The SAP is intended over the next three to five years to 
reignite economic growth, to minimize government involvment in 
the economy, to stimulate private sector development, and to 
redirect public services toward programs to improve social 
well-being and economic productivity. Overall progress on the 
SAP has been slow. The government's arrangement with the 

IMF expired in June 1990 and there has been no new agreement. 
The GRC has also experienced problems in meeting World Bank 
conditions for release of the SAL installments. 


Despite the slow pace, some progress has been made in important 
areas. In the para-public sector, the government is moving to 
close, privatize, or rehabilitate approximately 150 state 
enterprises (parastatals). The government announced in October 
1990 the first 15 firms to be privatized. Among them were the 
state printing press, two wood and paper companies, and the 
Cameroon shrimp company. The national banana company, the first 
parastatal to be sold, was bought by a French firm in early 
1991. The enterprises still under GRC control are signing 
performance contracts designed to improve efficiency. As part 
of the program, wages are being cut and employees laid off. 


Under the SAP, the government is simplifying or eliminating many 
business regulations. Quantitative restrictions on many imports 
have been lifted. Import licensing has been abolished except 
for those goods subject to quantitative controls. Price 
controls, formerly applied to all goods in the economy, have 
been lifted except on a few strategic goods. In November 1990, 
the government, in a series of decrees and laws, simplified the 
process of obtaining permits to operate businesses engaged in 
transportation, insurance, and tourism. 
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Budget: Officially, the GRC's revenues and expenditures are 
targeted to balance at FCFA 550 billion ($2.03 billion) in FY 
1990-91. However, the official target will not be met, and 
estimates put the government budget deficit at 4.6 percent of 
GDP. This is an improvement over last year, but still 
unsustainable. In recent years, in an effort to cut 
expenditures, the GRC has limited civil service hiring, frozen 
wages, and eliminated "ghost" employees. In early 1991, the 
first steps were taken to reduce civil service benefits. While 
the attempts at cost containment were somewhat successful, the 
government's non-oil revenues, particularly customs revenues, 
continue to be below expectations. Low revenue collections are 
partly a result of pervasive corruption in the GRC's customs and 
tax departments. In response to the revenue shortfall, the GRC 
introduced new tax measures in February 1991 and continued 
efforts to reform the tax administration and reduce customs 
fraud. Among the new tax measures are levies on purchases of 
vehicles, beverages, and flour. A minimum tariff on imports was 
also imposed. 


Balance of Payments and Debt: Cameroon's trade balance in 
recent years has been positive. In FY 1990-91, Cameroon will 
likely export $649 million more in goods and services than it 
imports. The current account is also improving. For the first 
time in several years, the current account is also improving and 


should be close to balancing in FY 1990-91. Cameroon continues, 
however, to run a substantial overall balance-of-payments 
deficit. The country's debt (and arrears to both domestic and 
international creditors) is ballooning. In FY 1990-91, the 
GRC's total foreign debt is expected to exceed $6 billion, or 
nearly 50 percent of GDP. 


Investment Code and Free Zone Regime: In November 1990, 
President Paul Biya signed into law a new investment code, which 
had taken two years to develop. The code is a substantial 
improvement over existing rules, creating a simplified, 
transparent, and automatic investment approval process. The new 
code establishes five special investment regimes, includes 
performance-based incentives, and creates a one-stop shop for 
investment approval and dispute resolution. Progress was also 
made last year on Cameroon's export processing or Free Zone 
Regime. A privately managed zone office was established and a 
site in Douala selected for the first zone park. The Overseas 
Private Investment Corporation (OPIC) and the Agency for 
International Development (AID) are assisting the GRC in 
implementing the regime. In September 1990, OPIC and AID 
brought 17 U.S. firms to Cameroon to explore investment 
prospects. Incentives for zone investors include: 1) 
exoneration from tariffs on imports of primary, intermediate, 
and capital goods used in the production of exports; 2) tax 
holidays and other fiscal advantages; 3) tax-free transfer of 
dividends and original foreign investment; 4) reductions in 
regulatory burdens; and, 5) a system of on-site customs 
inspections. A one-stop shop will review zone applications. 





SECTORAL REVIEW 


Agriculture: Agriculture remains very important to the 
Cameroonian economy, employing 70 percent of the labor force. 
While world prices for the country's principal export crops -- 
coffee, cocoa, and cotton -- remain depressed, the GRC is 
pressing forward with reforms in the sector. Subsidies on farm 
inputs such as fertilizer are being phased out, and the 
agricultural distribution and marketing systems privatized. The 
national produce market board for coffee and cocoa will be 
eliminated and private traders will take over marketing. In 
January 1991, the government began paying the arrears owed to 
coffee and cocoa farmers from the 1989-90 crop season. 


Banking: Banks in Cameroon suffered significantly in the 
general economic downturn. Declining export prices, bad crop 
loans, substantial government withdrawals to cover the budget 
deficit, and internationally uncompetitive interest rates 
combined to dry up liquidity in the banking system. Between 
1985 and 1989, the volume of long-term loans made by banks 
dropped 91 percent. On the basis of an external audit conducted 
in 1989, four of the country's ten banks were closed. In 1990, 
the government advanced a proposal to restructure and 
recapitalize the country's banks, but it will require 


international donor assistance to implement fully. Whether the 
necessary assistance will be forthcoming is uncertain. In 
October 1990, the Agricultural Credit Bank, set up with German 
assistance, opened its doors. 


Forestry: Cameroon's forestry sector has considerable 
unrealized potential. The GRC has completed a Tropical Forestry 
Action Plan and is in the process of drafting new laws and 
regulations for the industry. Financial incentives will be 
offered to timber companies to boost production and increase the 
local processing of logs before export. The new rules are 
expected to balance Cameroon's need to exploit a valuable 
resource with a concern for forest conservation and renewal. 


Oil and Other Minerals: Oil was the key to growth for Cameroon 
in the early 1980s. Lower world oil prices in 1985 sharply 
reduced petroleum income and helped bring on the economic 
crisis. In the wake of Iraq's invasion of Kuwait in 1990, world 
oil prices increased sharply before falling back early in 1991. 
While oil revenues were up, however, production was down in 
1990. Production is expected to continue to decline in the 
years ahead, and, in the absence of new discoveries, reserves 
will be depleted just after the turn of the century. In 1990, 
the GRC offered a revised and more attractive package of 
incentives for oil exploration. As a consequence, after a 
hiatus of several years, exploration has resumed in Cameroon. 
In addition to oil, Cameroon has deposits of iron ore, bauxite, 
limestone, rutile, tin, gold, and uranium. 
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IMPLICATIONS FOR THE UNITED STATES 


Since independence, Cameroon has been a stable, basically 
Western-oriented country. Although the economic crisis has 
meant a dramatic slowdown in business activity, there remain 
prospects for U.S. exporters and investors. American products, 
although they must compete with European and Japanese goods, are 
seen in a favorable light. Currently, a reasonably wide range 
of U.S. goods, in particular foods and business equipment, are 
available. Overall, there are more than 50 U.S. firms 
represented in Cameroon, either directly or through agents or 
distributors. Some of the U.S. companies operate through 
European subsidiaries. 


As in recent years, some of the best opportunities for U.S. 
business are in the agricultural and food products area. In 
recent years, a principal U.S. export to Cameroon has been 
flour. Given government emphasis on agriculture, and American 
competitiveness in this sector, there are markets for farm 
equipment and supplies. Cameroon's forests also offer 
opportunities for U.S. companies. There is a need for 
communications equipment, business equipment, and computers, 
offering prospects for U.S. firms working in these sectors. 


Finally, American personal care products, such as cosmetics, 
offer attractive possibilities. 


U.S. firms considering investment in Cameroon should give 
special consideration to the possibilities created by the new 
investment code, the Free Zone Regime, and privatization. The 
country's central location on the continent, its port in Douala, 
and the nation's policy of official bilingualism (English and 
French) are important assets. A specific sector in which 
Cameroon appears to have a comparative advantage is agricultural 
commodities and their processing. Given the liberalized labor 
regime which applies to the Free Zone, more traditional zone 
activities are also worth exploring. Other opportunities for 
U.S. investment will be created in the areas of agricultural 
inputs (such as fertilizer) and crop marketing as the GRC 
continues to liberalize and privatize these sectors. 


Success in Cameroon, as elsewhere, depends on persistence, 
willingness to adapt to local conditions, and a good product. 
Frequently, difficulties encountered by U.S. businesses have 
resulted from lack of market research or insufficiently detailed 
agreements with Cameroonian partners. Also, the importance of 
personal contacts cannot be overemphasized, and patience is 
necessary when working with the local bureaucracy. Joint 
ventures with Cameroonian partners can be helpful in overcoming 
difficulties caused by local practices. Despite the caveats, 
Cameroon is a country with potential. For the committed U.S. 
company looking for trade or investment in the developing world, 
Cameroon offers a variety of opportunities. 


* U.S. Government Printing Office : 1991 - 282-906/20066 





